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instances of non-compliance, including
loan call stipulations.

(c) All RLF loan documents and pro-
cedures must protect and hold the Fed-
eral government harmless from and
against all liabilities that the Federal
government may incur as a result of
providing an RLF Grant to assist di-
rectly or indirectly in site preparation
or construction, as well as the direct or
indirect renovation or repair of any fa-
cility or site. These protections apply
to the extent that the Federal govern-
ment may become potentially liable as
a result of ground water, surface, soil
or other natural or man-made condi-
tions on the property caused by oper-
ations of the RLF Recipient or any of
its borrowers, predecessors or succes-
sors.

§307.11 Addition of
merger of RLFs.

(a)(1) Addition of lending areas. An
RLF Recipient shall make loans to im-
plement and assist economic activity
only within its EDA-approved lending
area, as set forth and defined in the
RLF Grant and the Plan. An RLF Re-
cipient may add an additional lending
area (an ‘‘Additional Lending Area’’) to
its existing lending area to create a
new merged lending area (the ‘“‘New
Lending Area’’) only with EDA’s prior
written approval and subject to the fol-
lowing provisions and conditions:

(i) EDA shall have disbursed the full
amount of its Investment Assistance to
the RLF Recipient;

(ii) The Additional Lending Area
must fulfill the economic distress cri-
teria for Economic Adjustment Invest-
ments under this part and in accord-
ance with §301.3(a) of this chapter;

(iii) Prior to EDA’s disbursement of
additional funds to the RLF Recipient
(for example, through a recapitaliza-
tion), EDA shall determine a new In-
vestment Rate for the New Lending
Area based on the criteria set forth in
§301.4 of this chapter;

(iv) The RLF Recipient must dem-
onstrate that the Additional Lending
Area is consistent with its CEDS, or
modify its CEDS for any such Addi-
tional Lending Area, in accordance
with §307.9(b)(1);

(v) The RLF Recipient shall modify
its Plan to incorporate the Additional

lending areas;
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Lending Area and revise its lending
strategy, as necessary;

(vi) The RLF Recipient shall execute
an amended RLF Grant award agree-
ment, as necessary; and

(vii) The RLF Recipient fulfills any
other conditions reasonably requested
by EDA.

(2) The New Lending Area designa-
tion shall remain in place indefinitely
following EDA approval.

(b) Merger of RLFs. (1) Single RLF Re-
cipient. An RLF Recipient with more
than one (1) EDA-funded RLF Grant
may consolidate two (2) or more EDA-
funded RLFs into one (1) surviving
RLF with EDA’s prior written approval
and provided:

(i) It meets the requirements to ob-
tain annual report status identified in
paragraphs (a)(2) through (a)(4) of
§307.14 of this chapter;

(ii) It demonstrates a rational basis
for undertaking the merger (for exam-
ple, the lending area(s) and borrower
criteria identified in different RLF
Plans are compatible, or will be com-
patible, for all RLFs to be consoli-
dated);

(iii) It amends and consolidates its
Plan to account for the merger of
RLFs, including items such as the New
Lending Area (including any Addi-
tional Lending Area(s)), its lending
strategy and borrower criteria;

(iv) Prior to EDA’s disbursement of
additional funds to the RLF Recipient
(for example, through a recapitaliza-
tion), EDA shall determine a new In-
vestment Rate for the New Lending
Area based on the criteria set forth in
§301.4 of this chapter; and

(v) The RLF Recipient fulfills any
other conditions reasonably requested
by EDA.

(2) Multiple RLF Recipients. Two (2) or
more RLF Recipients may consolidate
their EDA-funded RLFs into one (1)
surviving RLF with EDA’s prior writ-
ten approval and provided:

(i) The surviving RLF Recipient
meets the requirements to obtain an-
nual report status identified in para-
graphs (a)(2) through (a)(4) of §307.14 of
this chapter;

(ii) The surviving RLF Recipient
amends and consolidates its Plan to ac-
count for the merger of RLFs, includ-
ing items such as the New Lending
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Area (including any Additional Lend-
ing Area(s)), its lending strategy and
borrower criteria;

(iii) Prior to EDA’s disbursement of
additional funds to the surviving RLF
Recipient (for example, through a re-
capitalization), EDA shall determine a
new Investment Rate for the New
Lending Area based on the criteria set
forth in §301.4 of this chapter;

(iv) EDA must provide written ap-
proval of the merger agreement(s),
modifications and revisions to the
Plans and any other related amend-
ments thereto;

(v) All applicable RLF Grant assets
of the discharging RLF Recipient(s)
transfer to the surviving RLF Recipi-
ent as of the merger’s effective date;
and

(vi) The surviving RLF Recipient be-
comes fully responsible for administra-
tion of the RLF Grant assets trans-
ferred and fulfills all surviving RLF
Grant requirements and any other con-
ditions reasonably requested by EDA.

8§307.12 Revolving Loan Fund Income.

(a) General requirements. RLF Income
must be placed into the RLF Capital
base for the purpose of making loans or
paying for eligible and reasonable ad-
ministrative costs associated with the
RLF’s operations. RLF Income may
fund administrative costs, provided:

(1) Such RLF Income and the admin-
istrative costs are incurred in the same
twelve-month (12) reporting period;

(2) RLF Income that is not used for
administrative costs during the twelve-
month (12) reporting period is made
available for lending activities;

(3) RLF Income shall not be with-
drawn from the RLF Capital base in a
subsequent reporting period for any
purpose other than lending without the
prior written consent of EDA; and

(4) The RLF Recipient completes an
RLF Income and Expense Statement
(the ““Income and Expense Statement’’) as
required under §307.14(c).

(b) Compliance guidelines. When charg-
ing costs against RLF Income, RLF
Recipients must comply with:

(1) Applicable OMB cost principles
and RLF Audit Guidelines (as found in
OMB Circular A-87 for State, Local,
and Indian Tribal Governments, OMB
Circular A-122 for non-profit organiza-
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tions other than institutions of higher
education, hospitals or organizations
named in OMB Circular A-122 as not
subject to such circular, and OMB Cir-
cular A-21 for educational institutions)
and

(2) The OMB Circular A-133 for Single
Audit Act Requirements for State,
Local Governments, and Non-Profit Or-
ganizations, and the Compliance Sup-
plement, as appropriate.

(c) Priority of payments on defaulted
RLF loans. When an RLF Recipient re-
ceives proceeds on a defaulted RLF
loan that is not subject to liquidation
pursuant to §307.20, such proceeds shall
be applied in the following order of pri-
ority:

(1) First, towards any costs of collec-
tion;

(2) Second, towards outstanding pen-
alties and fees;

(3) Third, towards any accrued inter-
est to the extent due and payable; and

(4) Fourth, towards any outstanding
principal balance.

8§307.13 Records and retention.

(a) Closed Loan files and related docu-
ments. The RLF Recipient shall main-
tain Closed Loan files and all related
documents, books of account, computer
data files and other records over the
term of the Closed Loan and for a
three-year (3) period from the date of
final disposition of such Closed Loan.
The date of final disposition of a Closed
Loan is the date:

(1) Principal, interest, fees, penalties
and all other costs associated with the
Closed Loan have been paid in full; or

(2) Final settlement or discharge and
cessation of collection efforts of any
unpaid amounts associated with the
Closed Loan have occurred.

(b) Administrative records. RLF Recipi-
ents must at all times:

(1) Maintain adequate accounting
records and source documentation to
substantiate the amount and percent of
RLF Income expended for eligible RLF
administrative costs.

(2) Retain records of administrative
expenses incurred for activities and
equipment relating to the operation of
the RLF for three (3) years from the
actual submission date of the last
semi-annual or annual report that cov-
ers the period that such costs were
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